P08 HHA L(G 1/2/25 


. Department of Housing and Urban Development 
Washington, D.C. 20410 


(202) 557-0787 om 
June 22, 1981 Volume 12 Number 25 


Hud Newsletter 


NON-CIRCULAN 


Pierce Names Hipps to Deputy Housing Post 


HUD Secretary Samuel R. Pierce, Jr., has announced the appointment of George O. Hipps, Jr., 
to be Associate General Deputy Assistant Secretary for Housing. A HUD career employee, Hipps 
will help formulate policy for all activities pertaining to the operation of housing programs, and 
will assist in the day-to-day management of housing programs and related activities. 


Before his most recent appointment, Hipps served as Acting Deputy Assistant Secretary for Housing- 
Deputy Federal Housing Commissioner. He was responsible for the overall management and 


direction of all HUD housing programs prior to the appointment of the Assistant Secretary for 
Housing. 


Other positions held by Hipps include director, Office of Multifamily Housing Development; 
director, Office of Loan Origination; acting director, Office of Underwriting Standards; director, 
Single Family Division; and deputy assistant commissioner for Home Mortgages. A native of 
Parkersburg, W. Va., he graduated from Grove City (Pennsylvania) College and George Washington 
University, where he earned a LL.B degree in 1955. 


HHS, HUD work Together to Improve Public Housing Conditions 


HUD has announced the selection of six cities to participate in an interagency program designed 
to improve the quality of life for residents of public housing. The program is being co-sponsored 
by the U.S. Department of Health and Human Services. In the initial agreement signed in 
1980, HUD and the Department of Health and Human Services (HHS) agreed to acquaint 


public housing residents in the demonstration cities with community services that can help improve 
their health, home life and general well being. 


Informational workshops, located in public housing authorities of selected cities, will be used to 
exchange ideas on such topics as neighborhood support systems, after-school care, health facilities, 
recreational activities, the availability of support services and homemaking services. Several Regional 
Child Abuse and Neglect Resource Centers of the HHS will identify and gather information to 
be used in the workshops. HUD’s participation will be limited to providing technical assistance, 
with no funds involved. 


Cities selected for the pilot project include Providence, R.I., Albany, N.Y., Baltimore, Md., 
Minneapolis, Minn., Dallas, Texas, and Takoma, Wash. The cities, identified by HUD and HHS 
staffs, have public housing authorities with strong tenant organizations and the social services 
required to carry out the goals of the one-year demonstration program. 


HUD Sells Public Housing Projects Notes for May 


Project notes totaling $882,106,000, representing 53 public housing agencies, were sold in May 
at an average interest rate of 8.109 percent, according to HUD. The interest rate for the May 5 
sale was 8.243 percent. May bids ranged from 7.65 percent to 8.39 percent. The average maturity 
of the notes sold was 5.7 months. Proceeds of the note sale will be used to reimburse the Federal 
Government for funds advanced to public housing agencies and to refund maturing notes for low-in- 
come housing projects. 











HUD Releases Results of Monthly Survey of Market Conditions 


HUD has released the results of its monthly survey of market conditions for home mortgages 
taken on May 1. It is the initial report of secondary market prices and yields for HUD/FHA-insured 
home mortgages following an increase in the maximum permissible rate for these loans from 14 
percent to 14.50 percent. The increase became effective April 13. 


Nationally for May 1, the average secondary market yield for immediate delivery (within 90 days) 
of HUD/FHA level payment Section 203(b), 14.50 percent new home mortgages with 30-year 
terms and minimum downpayments was 15.91 percent. This represented a substantial increase of 
87 basis points, compared to an average yield of 15.04 percent for 13 percent mortgages on April 
1. The May 1 yield was based on an average secondary market price of $92.6 per $100 of outstanding 
loan amount. 


The May | survey also found that secondary market yields on FHA loans had increased in all 
geographic areas, compared to the previous month. The average contract interest rate quote on 
conventional loans for new homes had increased 45 basis points to 15.7 percent from 15.25 percent 
on April. For loans on existing properties, the average conventional loan quote was 15.75 percent, 
up 50 basis points from the previous month. 


1980 Census Documents Decline in Size of American Households 


The U.S. Bureau of the Census recently reported that the size of the American household has 
decreased in size over the past decade, primarily because many people are living alone and there 
are fewer children per family. The decline in household size took place at the same time that the 
number of households increased by 27 percent. 


Between 1970 and April of last year, the Census Bureau said, the average number of persons 
per household declined from 3.11 to 2.75 while the total number of households increased from 
63.4 million to 80.4 million. In 1930, the Bureau said, the average size of households nationally 
was 4.11 persons. In those days, families were larger and senior citizens were more likely to be 
living with family members than is the case today. 


The April 1980 national count found some 220.8 million people living in 80.4 million households. 
Another 5.7 million people were living in such quarters as custodial institutions, college dormitories, 
military barracks, prisons, etc. The Bureau defines a household as including all persons who 
occupy a group of rooms or a single room that constitutes a housing unit, in which the occupants 
live separately from other persons who may be in the building and have direct access from the 
outside or through a common hall. 


At the same time, the Bureau counted 88.4 million housing units, an increase of 28.7 percent 
since 1970. This means that there were more housing units available for occupancy than there 
were households, suggesting a vacancy rate of 9 percent. 


Yale Workshop Will Show How to Create New Housing From Old Buildings 


A workshop on the step-by-step process of initiating, planning and financing an adaptive reuse 
project will be presented at Yale University, New Haven, Conn., on June 25. The training session 
is being sponsored by the Tri-State Regional Planning Commission, the Connecticut Trust for 
Historic Preservation, the Connecticut Department of Housing and the Connecticut Historical 
Commission. 


Frank T. Johnson, Tri-State’s executive director, says the conference is being held ‘‘to provide 
an intensive learning session for practitioners, so that they can help to adapt our existing, underutilized 
buildings to meet today’s needs. Adaptive reuse has become a development form accepted by the 
financial and real estate community, and an important part of our efforts to revitalize our older 
neighborhoods.”’ 


Additional information on the conference may be obtained by contacting Dudley Stone, the Tri-State 
Regional Planning Commission, One World Trade Center, New York City, 212/938-3300. 





FNMA Announces Policy on ‘Buy-Down’ Housing Plans 


The Federal National Mortgage Association (FNMA), has announced that it will purchase mortgages 
on which builders, home sellers or others contribute cash to home buyers’ interest payments during 
the early years of the loan. The FNMA said the move was made to address the housing affordability 
problems created by high interest rates. 


FNMA President David O. Maxwell explained that many homebuilders and sellers of existing 
homes are helping home buyers with their payments through what are known as ‘“‘buy-down”’ 
plans, and said that his agency’s ‘‘willingness to invest in such mortgages will make additional 
funds available for this increasingly widespread form of home financing which is especially helpful 
to the first-time home buyer.”’ 


**Buy-down”’ plans differ in details, but all of them provide for payments by someone other than 
the home buyer to the lender making the mortgage loan. The outside source may be the builder, 
the home seller, or in some cases, parents. These payments from outside sources ‘‘buy down’’ or 
lower the effective interest rate paid by the home purchaser and reduce monthly payments for a 
specified period of time. The amount of the interest supplement may remain fixed for the entire 
buy-down period, or it may be graduated, with the amount of the subsidy declining in each successive 
year of the predetermined period. Maxwell said that the FNMA will purchase either variety. 


The FNMA estimates that at today’s 15.5 percent mortgage rates, a family would have to earn 
about $38,000 a year to qualify for a mortgage on a $67,000 home with a 10 percent downpayment. 
With a 3 percent buy-down, reducing the effective interest rate to 12.5 percent during the initial 
years of the mortgage, a purchaser with an income of approximately $32,000 could qualify. Monthly 
payments on the regular mortgage would be $887, compared with $744 during the buy-down 
period. 


Publications Available 

Guide to Federal Environmental Law. . . summarizes the mass of environmental regulatory detail 
which has developed during the past 10 years and puts it into an understandable framework. . . in- 
cludes chapters on clean air, water pollution, the toxic substances, conservation, regulation of 
carcinogens, liability for chemical spills and leaks, and financing pollution control equipment. 
Available from June E. McDonald, Book Publicity Manager, Practising Law Institute, 810 Seventh 
Avenue, New York, N.Y., 10010 (212/765-5700). $45, 457 pp. 


Urban History: A Guide to Information Sources. . . lists and describes some 1,900 publications 
that treat urbanization from an historical perspective. . . contains contributions from a wide range 
of disciplines including sociology, anthropology, political science, economics, architecture, and 
others. . . covers virtually every area of America and every era of American history. Available 
from the Gale Research Company, Book Tower, Detroit, Mich. , 48226 (313/961-2242). $36 
448 pp. 


Rent Control: Myths and Realities. . . edited by Walter Block and Edgar Olsen, the book contains 
15 chapters in four parts and covers such subjects as the politics of rent control, -the presumed 
advantages and real disadvantages, an empirical analysis of New York’s experience with rent 
control, the economics of rent restriction, recent British experiences, alternatives to rent control, 
and a reply to critics. Available from Enslow Publishers, Bloy Street and Ramsey Avenue, Box 
777, Hillside, N.J., 07205 (202/964-4116). $9.95, 335 pp. 


Housing and Public Policy: A Role for Mediating Structures. . . examines four situations that 
desperately need innovative housing policy: the decayed inner cities, stable but fragile urban neighbor- 
hoods, suburbs with new middle class black populations, and urban areas undergoing revitalization 
or gentrification. . . shows how mediating structures have helped or could help rectify some of 
the serious housing problems in these areas. . . makes policy recommendations that encourage 
the role of mediating structures in helping to solve local housing problems. Available from Ballinger 
Publishing Company, 17 Dunster Street, Harvard Square, Cambridge, Mass. , 02138 (617/492- 
0670). $17.50, 144 pp. 





Bid Specifications and Contract Negotiation. . . discusses service contracts, specific repair contracts, 
preventive maintenance contracts and contract arrangements. . . details the bid specification as to 
the scope of contract terms, actual work to be performed and performance expectations. Available 
from Community Associations Institute, 3000 South Eads Street, Arlington, Va. , 22202 (703/548- 
8600). $10 for non-CAI members. 8 pp. 


Buying a Condominium. . . presents a thorough examination of the condominium situation and 
contains a great deal of practical information about what condominiums are and how they operate, 
what to look for and how to avoid pitfalls, what to expect and what not to put up with. . . written 
for the Nation as a whole so some of the procedures and problems discussed may not apply 
everywhere. Available from Caroline House Publishers, Inc., 2 Elis Place, Ossining, N.Y., 
10562, $6.25, 153 pp. 


Significant Litigation 
Leona Baker, et al. v. William E. Beasley, et al. No. C81-584 (N.D. Ga. filed April 1, 1981) 


In this putative class action plaintiffs challenge HUD’s denial of their request for mortgage as- 
signment. Plaintiffs are two families who defaulted on their mortgages, brought them current for 
less than two months, and then defaulted again. They allege that HUD denied their request for 
mortgage assignment based on the circumstances of the first default, and not the second. Plaintiffs 
challenge the application of HUD’s ‘‘two months rule’’ (HUD Handbook 4191 .2(2-1)(d)(4)) in 
which HUD requires an account to be current for at least two months before it will consider a 
subsequent default to be ‘‘new.”’ Plaintiffs seek an order requiring HUD to accept assignment of 
their mortgages, and a declaratory judgment that HUD may not base an assignment rejection on 
its ‘‘two months rule.”’ 
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